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A. REGISTRANT IDENTIFICATION
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o : ' L Con ) ‘ ' " OFFICIAL USE ONLY BT
. Whittlinger Investment Corporation . o
’ ' ~ —FIRM ID_NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do not use P.O. Box No ) S . ’ ‘ o
- 150 South 5t Street, Suite3175° , - - = -
] , o MNo. a'nd Street) : l N ‘ : e ‘ -
‘Minneapolis ~~ LR o . MN - : 55402
To@iyy o : LG . (Zip Code)
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT '
-Maleolm McDernud S ' : (612) 376- 1230 ) _
: ; (Area Code - Telephone No.) . S - . C
B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
) Sch.weitzer Karon & Bremer, LL.C
: ' ’ (Name - lf individual, state last, ﬁrsi./middle ;lame) ’ \
222 South 9th Street, Suite 1700 .- Minneapolis " . MN L 5540

(Address) . . . (Cityy . . (State) | , . (Zip.Code)
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‘D Public Accountant - - c ) ; o /PROCESSED
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*Claims for exempfion from the requlrement that the annual report be covered by the opinion of an mdependent public accountant
must be supported by.a statement of facts and circumstances rel nAs the baszs fo)' the exemptzon See section 240. 17a- 5(e) (2)
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- P OATH OR AFFIRMATION
pe Margaret Jones, swear (or afﬁrm) that, to the best of my knowledge and belief the accompanymg fmancral statement and
supporting schedules pertaining to- the firm of Whittlinget Investment Corporation as of December 31, 2002, are true and cotrect.
I further swear. (or affirm) that neither the company nor any partner ‘proprietor,. pnnc1pa} ofﬁcer or-director- has any propnetary
“interest in n any account‘classrﬁed solely as that of a customer, except as follows ‘

s

1

~

[

v . N -

()Pm\aiulrlkﬂ e p AMAAMAMMA | :
© ' Notdry Public oo [ ' N LlNDA S,WlLKE ) : e

v #6328 NOTARY,PUBLIC — MINNESOTA 3 - S S

' My Comm. Expires Jan 31,2005 § . o

;R

. This report** contains (check all applicable boxes): )

- (n) A report descnbmg any matenal madequacres found to-exist or-found to have exrsted since the date of the prevrous audit. -
(0) Independent Audmng repon on mtemal accounting controls

B4 (a) Facing page.. o T ,
B . (b) Statement of Financial Condition.  ~ ’ . . ,
Bl "(c) Statement of Income (Loss): ; - ;o i :
3} (d) " Statement of Changes in Financial Condition . i . o
&= (e) "Statement of Changes in Stockholders' Equity.or Partners or Sole Propnetors Capital. ) L
-0 - (f) -Statementof Changes in Lrabllmes Subordmated to Claims of Credltors o o ‘ : o
& (g) Computation of Net-Capital : , . ' L J ‘ s
a ) Computatlon for Determination of Reserve Requrrements Pursuant to Rule 15¢3-3. o ; ) ) T
= ) [nformanon Relating to the Possession or control Requirements Under Rule 15¢3-3., S R S -y
BTG A Reconcrhanon including appropriate explanatron of the Computation of Net Caprtal Undet Rule lSc 3-1.and the ' ! 3
Do o Computatron for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3 3. '
O A Reconciliation between the audlted and- unaudlted Statements of Fmancral‘Condmon w1th respect to methods of
‘ N ' consolidation. _ R i S =
B - (@) AnOathor Afﬂm\atron o : L : - — , . -
0 “(m) A copyof the SIPC Supplemental Report . B ‘ ’ YT
B
&

.

**For conditio'ns of conﬁderitial treatment of certain portions of this filing, see section 240.17a-5(e)(3). ‘ \ o
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| ScuweITZER ,
Kakon.& = .
BreMER, LLC I

CERTIFIED PUBLIC ACCOUNTANTS -

: _ ‘ —
AN InpepENDENTLY OWNED AND OreRATED CpPA Firm

" 222 South Ninth Street, Suite-1700 * Minneapolis, MN 55402 K ’ ,
- Telephone 612-339-7811 ¢ Fax 612-339:9845

.. INDEPENDENT AUDITOR'S REPORT ' -

Board of Directors . ) L . .
Whittlinger Investment Corporation' ...~~~ ’ ‘
aneapohs anesota '

-

-

We have audlted the accompanylng statement of financial condition of Whlttlmger Investment
Corporatlon as of December 31, 2002 and the related statements of operations, changes in
stockholder's -equity, and cash flows for the year thén ended. These financial statements are the -
‘responsibility of the Company’s management. Our. responsnbmty is to express an opinion on these
. financial statements based on our audit:

\
I

We conducted our. audit in-accordance with auditing standards generally accepted in the United
States .of America. Those standards require that we plan and perform the audit to obtain
reasohable assurance about whether- the financial statements-are free of material’ misstatement.
. An audit includes examining, on.a test basis, evidence supporting the- amounts ‘and disclosurés in -
. the financial statements. An audit also includes assessing the accounting principles used and
" significant estimates made by'management, as well as evaluating the overall financial statement
presentatlon We belleve that our audit prowdes a reasonable basis for our op:mon

In our opinion, the financial statements referred to above present fairly, 4in all matenal respects
the financial position of Whittlinger Investment Corporation as of December 31, 2002, and the
results of its operations, changes in stockholders' equity and its cash flows for the year then
ended in conformlty with accountmg pnnmptes generally accepted in the Umted States of America.

MMW&M ZLC R . o ) :
- SCHWEITZER KARON & BREMER, LLC R o T, _— !
Certified Public Accountants , : . B ' :
Minneapolis, Minnesota

February 3,-2003



g WHITTLINGER INVESTMENT CORPORATION ‘. N
o STATEMENT OF FINANCIAL CONBITION '

-

Decemberst, _ - ' — 2002
ASSETS - | o R . o
Cash. - . o o , ' o - $ 8,479
* Clearing deposit - S : : ‘ . o o 10,000
- Investment securities . : T _ ‘ L 73,323

* Total assets’ , : ‘ i ’ " § 91,802

" LIABILITIES AND STOCKHOLDER'S EQUITY

" LIABILITIES: . ‘ . ‘
- Accounts payable and accrued expenses Se S . . $ 2,028 .
- Accrued income tax - I - . ’ s 740
Deferred tax liability - , - : C g . 500
Total liabilities - ; L L - 3,268

COMMITMENTS AND CONTINGENCIES (Notes 5 and 7)

STOCKHOLDER‘S EQUITY
~ Common stock, par value $.01 per share
1,000,000 shares authonzed 12 000 shares |ssued and

outstanding - o - B 120
Additional paid-in capital - s S o 41,880
~ Retained earnings i , o Co - ' 46,534
Total stockholder's equity : ’ ‘ ) - , . 88,534
Total liabilities and stockholder's equity . S . \ - o . "$ 91,802

See Notes fo Financial Statements. Y

\



WHITTLINGER INVESTMENT CORPORATION
- STATEMENT OF OPERATIONS )
Year Ended December 31, ‘ R — R N ‘ © 2002
Revenue: . : o , . . - ) '
Commissions » T ' , o $ 28,734
, Investment income. | - o : . . S o 1,812
Total revenue - ' o, T 30,546
Eipenses: o ) L . DR y ‘ | ‘. Co
Management fee = o — ' o o 5,000
Trading feés ‘ R o , o 21,903
Other ' ‘ ) ' L - , 18
Total expenses | . . - e o - 26,921
* Income before income taxes ' - L . o 3,625
Provision for income taxes ) ' ' 3 , C : \ 840
"Netincome I R i ' $ 2,785
{
- o - ‘
! -
_ See Notes to Financial Statements. . -5-

! - . -
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" WHITTLINGER INVESTMENT CORPORATION

- STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

_ Year Ended December 31, 2002 . -

’,

%

- L — - Additional
, o S ‘Common Stock . " Paid-In .. Retained
Shares Amount "~ Capital -  Earnings Total
Balance, December 31, 2001 - 12000 © $ 120§ 41880 § 43749 $ 85749
. Net income . S 2,785 2,785
Balance, December 31, 2002 _ : 12,000  $ 1200 $ 41,880 . § 46,534 $ 88,534

Seée Notes to Financial Statements. . | -6-



WHITTLINGER INVESTMENT CORPORATION
' STATEMENT OF CASH FLOWS

Vear Ended December 31, ~ ‘. . * ‘ ~2002"

_CASH FLOWS FROM OPERATING ACTIVITIES , R S .
- Commissions received L. SN ' . . $:6,831
" Cash paid to vendors and emplbyees A LT ‘ : o - (7,049)
Income taxes paid o o : e _ " (5)
Interest and dividends recelved o . : » 326
Net cash provided by (used in) operating actlwtles ‘ - : ‘ - 103
CASH FLOWS FROM INVESTING ACTIVITIES : ‘ ' ‘ p o . ' ' I
"Proceeds from sale of investments -+ - L . ‘ (20,171)
Net cash provided by (used in) investing activities ' ] (20,171)
Increase (décréase)' incash : ST ‘ o A (20,068)
Cash: : o : , , '
Beginning . : ‘ . ‘ ‘ 28,547
" Ending ‘ $ 8,479

. RECONCILIATION OF NET INCOME (LOSS) TO NET CASH = : -

PROVIDED BY (USED IN) OPERATING ACTIVITIES: . S . .
Netincome (loss) S 3 R .. $ 2,785

Adjustments to reconcne net mcome (Ioss) to net cash T '

provided by (used |n) operating activities: : ‘ _

Unrealized (gain) loss : : , ‘ T (459)

" Reinvested dividends T - T : ’ (1,027)

Increase (decrease) in: ' : ' ‘ L

~Accounts payable y T - : ‘ (2,031)

~ Accrued incomeé taxes . T R " C 735
Deferred tax liability \ . , : : 100

Net cash provided by (used in) operating activities ' ’ - $. 103

See Notes to Financial Statements. ) )
- - ’ . . 7 - . ' -, -
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" WHITTLINGER INVESTMENT CORPORATION ; | :
NOTES TO FINANCIAL STATEMENTS B

, '

~ Note 1. Nature of Busmess and Slgmt"cant Accountmg Polrmes

. Nature of busmess ) ]
Whittlinger Investment Corporation (the Company) is 'a wholly owned sub3|dlary of Whlttllnger
Capital Management Inc. (WCMI) .

“The Company acts as an mtroducmg broker and dealer in securities primarily consisting of
S o stocks, bonds and mutual funds. It clears all transactions with and for customers on a fully
: - disclosed basis with a clearing broker or dealer, who carries all the customer accounts .and
maintains thé records pertaining thereto. The Company's customers consist primarily of
individuals located in the upper Midwest area. The-Company’s pnnClpaI source of business is -

., the executlon of security trades as dlrected by WCMI for WCMI's managed accounts )

* -A summary of the Company's S|gn|f|cant accountmg policies follows: i '

f

‘ U"se'ofestimates"' ‘ 'f ‘ R o ’ ‘
The preparatlon of fmancual statements in conformity with accounting principles generaIIy
accepted in the Unitéd States of America requires management to make estimates and
assumptions that affect certain amounts and dlsclosures Accordlngly, actual results could.

differ from those estimates.

v g . o ! : ’

Investment securitieS' R
’ Investment securities are carried at quoted market price and changes ln market value are
recognized currently as unreallzed gains or Iosses

Income. recognltlon'

’ ‘Secunty transactlons and their related commission revenue are recognized for accounting
purposes on the settlement date, generally three business days after trade executlon date.
The impact of unsettled transactions |s not materiail.

,Incometaxes S o
Deferred taxes are provided on a liability method whereby deferred tax assets are recognized S
. for differences in deductible temporary differences and operating losses and deferred .tax
liabilities are recognized: for taxable temporary differences. Temporary differences are the
" differences between the reported amounts of assets and liabilities and their tax bases.
Deferred tax assets and I|ab|Ilt|es are adjusted for the effects of changes in tax laws and rates
U on the dates of enactment ‘ ‘ . \

N Cash equwalents : I . o .
. _ For purposes of reportlng cash ﬂows,\the Company - conS|ders all highly liquid debt
S “instruments purchased with a maturity of three months or less to be cash equnvalents . ¢
.The Company ‘maintains ltS cash in bank deposit accounts Wthh ‘at times, may exceed
federally insured limits. The Company has not experienced any losses on such accounts The

Company belleves it is not exposed to any significant credit nsk on cash

~

¢



Note 3.

o Note 2.

_‘WHITT'_LINGER INVESTMENT CORPORATION
- NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Investment Securrtles

Cost, fair value and aggregate unrealized gains and Iosses for investment securrtles at
December 31, 2002 are summarlzed below: -

* Fair . o - Unrealized,
S . Value | - Cost Gains - Losses

Money Market Fund $ 49,312 - $ 49,312 $ 0 $ 0

~Equity Securities " 20,710 . 18,490 . 2,220 -0

_ Stock Subscription - . 3,300 330. 0 - 0

‘ ' ' $ 73322 $ 71,102 § 2,220 -8 0
Investment income reflected on the statement of operations includes realrzed and unrealrzed

galns and losses as follows: ~ . : b

» . .. 2002

Net realized gains (losses) . : : , $ 0

" Net unrealized gains (losses) o o o © 459

Total realized and unrealized gains and losses . . $ 459

Customer Transactions - - | . _—

‘The Company does not hold customer funds or securities and does not execute open market

'. " transactions for its customers. Accordingly, the Company is exempt from the requirement to

V‘Note 5.

' and $50,000, respectrvely The Companys net capital ratio was .4 to 1.

maintain a "Special Reserve Account for_the Exclusive Benefit. of Customers" under
provisions of SEC Rule 15¢3-3 based on Paragraph k(2)(u) of the rule.

Related Party Transactions =~ S

'
)

The Company shares office facilities with its parent company. A management fee of $5,00t)
was paid to cover rent and other operating expenses. The Company received $22,166 from
its parent as reimbursement for the costs assocnated with the execution of its security

. transactrons

Net Caprtal Requrrements

The Company is subject to the Securrtres and Exchange Commission's uniform. net capital
rule (Rule 15¢c3-1), which requires the maintenance of a minimum ‘amount of- net capital and

‘requires_that the ratio- of aggregate indebtedness to net capital, both as defined, shall not
 exceed 15-to-1. The rule also provides that equity capital may. not be ‘withdrawn  or cash

dividends pard if the resultrng net caprtal ratio would exceed 10 to-1.

At December 31, 2002, the Company had net capital and net caprtal requrrements of $81,141

i



Note 6.

Note 7.

o WHITTLINGER INVESTMENT CORPORATION B
. NOTES TO FINANCIAL STATEMENTS (CONTINUED)

s

Incbme Tax Expense ' 7 N \ .

Bt

The components of the income tax proylsron for the year ended December 31 2002 are as

_foIIows

A e 2002

Currently (refundable) payable , .
Federal ) . $ 430
State o . ‘ : 310

Deferred tax ‘ ' ' L : S 100

N -

Total income tax provision . - $ 840

?

'The Company files a consolidated tax return‘'with WCMI. Tax expense is allocated to each

entity based o its income or loss as it compares to the consolidated income or lo$s.

Financial Instruments. - _
. , s - . i N AN
Off-balance-sheet credit risk: )

[

In the normal coursé of: business, the Company’s activities involve the execution and -
settlement of various-securities transactions. These activities may expose the Company to

' ‘.off-balance sheet nsk in'the event the customer is unable to fqurII its contracted obligations.

,

'The Company‘s customer’ securmes activities are transacted oh a cash basrs

Al

‘In accordance with mdustry practice, - the Company records customer transactions on a

settlement date basis, which is generally three business days after trade date. The Company
is therefore exposed to risk of loss on these transactions in the event of the customer's.
inability to meet the terms.of their- contracts in which case the Company may have to

_purchase or sell financial métruments ‘at prevailing market prices. Settlement of these

transactions is not expected to have a matenal _effect upon the Company’s staternent of

- financial condition. . . . t

"

As a securities broker and dealer, the Company is engaged in various brokerage activities
servicing primarily individual investors. The Company’s exposure to credit risk associated with
the nonperformance of these customers in fulfi illing their contractual obligations pursuant to.

securities transactions can be directly impacted- by volatile trading markets whrch may impair -
the customer’s abrhty to satisfy therr obhgatrons to the Company

\

-10-



| SCHWEITZER | ‘
KaroN & _
' Bremer, LLC

CEerTIFIED PUBLIC ACCOUNTANTS

AN InpEPENDENTLY OWNED AND OPERATED CPA FIRM ‘
- M

222 South Ninth Street, Su1te 1700 aneapohs MN 55402 C
’ Telephone 612 339- 7811 * Fax 612- 339 9845 ‘

INDEPENDENT AUDITOR'S REPORT ON THE SUPPLEMENTARY sCHEpuLEs

1

Board of Dlrectors ‘ a \‘ f ‘ n . ' Lo
,Whltthnger Investment Corporatlon : T ; :
‘ aneapolls anesota 5 '

Our audlts were made for the purpose of formlng an oplnlon on the basic financial statements. s

taken as a whole. The information contained in Schedules |, I, and Il is presented for purposes of
-additional analysis .and. is not a required part of 'the -basic financial statements, . but .is
. - supplementary information; as- listed.in the accompanying index, as required by rule 17a-5 of the
.'Securities and Exchange Commssuon “Such ‘information has been subjected to the auditing
procedures applied in the audit of the basic fi nancial statements and, in our opinion, is-fairly stated

in all material respects in refation to the basic financial statements taken as a whole. -

AL e v B, L
' * 'SCHWEITZER KARON & BREMER, LLC
Certified Public Accountants”
Minneapolis, Minnesota
February 3, 2003

ST



‘Total stockholder's equity from the statement of financial condition

WHITTLINGER INVESTMENT CORPORATION
COMPUTATION OF AGGREGATE INDEBTEDNESS AND _

NET CAPITAL PURSUANT TO RULE 15¢3-l
: : December 31 2002

co

Deductlons
Non-allowable assets

Schedule |

$ 88,534

" Net capltal before haircuts on secufities positions -

Haircuts on securmes
Tradmg and investment securitiés

" (3,300)

85,234 -

Net capltal A ‘ /, '

(4,093)

$ 81,141

: ‘Aggregate. indebtedness: -
Included in statement of financial condition:
' Accounts payable and accrued expenses

$ 3268

Computatlon of basnc net capltal reqwrement
Minimum net capital required (the greater of
$50, 000 or 6 2/3% of aggregate indebtedness)

$ 50,000 .

Capltal in excess of minimium requwement

$ 31,141

Ratio, aggregate indebtedness to net capital

4.0%.

A



Schedule Il
a WHITTLINGER INVESTMENT CORPORATION T
RECONCILlATION OF THE COMPUTATION OF AGGREGATE INDEBTEDNESS
AND NET CAPITAL WITH THAT OF THE REGISTRANT AS FILED IN PART IIA OF FORM
 X-17A5
December 31,2002 -

" AGGREGATE INDEBTEDNESS

~ There were no material adjustments to the aggregate mdebtedness calcdlation.

" NET CAPITAL ’ o S
- : - . : 2002
‘Net capltal as reported on Form X 17A- . K : $ 71,075
_ ~ Clearing deposit treated as non- -allowable asset amount coveéred by P o ‘
A PAIB agreement - : v . . 10,000°
: Miscellaneous — tax provision - - . ‘ 86 ]

Adjusted Net Capital - S - .8 8114

R K
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LT o - Schedule lil

v

WH|TTL|NGER INVESTMENT CORPORATION |
STATEMENT PURSUANT TO RULE 15¢3-3 " ?
December 31, 2002 )

N

~ As more fully described in Note 3 of the notes to financial statements ‘the Company does not >

hold funds or securities of -customers.. Accordingly,. the Company is exempt from the
requirements to maintain a "Special Reserve Account for the Exclusive Benefit of Customers
under provisions of SEC Rule 15¢3-3- based on Paragraph k(2)(u) of the rule. )

“14-



~ WHITTLINGER INVESTMENT CORPORATION

_ AUDITOR'S REPORT ON'INTERNAL
' ACCOUNTING CONTROL
' December 31,2002 ' -

—
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¢ N

INDEPENDENT AUDITOR'S REPORT' ON'INTERNAL ACCOUNTING CONTROL

.

To the Board of Directors ,. - | . S
Whittlinger Investment Corporation
" Minneapolis, Minnesota - B ;e -
In planning and performing our audit of the financial statements of Whittlinger Investment
Corporation for the year ended December 31, 2002, we considered the Company’s internal
control structure, .including procedures for safeguardlng securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the frnancral statements and not
to prowde assurance on the internal control structure ’ ,
Also, as required by Rule 17a-5(g)(1) and (2) of the Securities and-Exchange Commission, we
“have made a study .of the practicés and procedures (including tests of complrance with such
practices and procedures) followed by Whittlinger Investment Corporatron that we considered
relevant to the objective stated. in Rule 17a-5(g)(1) in making' the periodic computation of
dggregate indebtedness and net capital under Rule 17a-3(11) and (2) procedures for determining
compliance with the exemptive provisions of Rule 15¢3-3. We did not-review the practices and
procedures followed by the Company (1) in making the quarterly securities examinations, counts,
verifications.and comparisons, arid the recordation of differences required by Rule 17a-13; (2) in '
complymg with the requirements for- prompt payment for securities under Section 8 of Regulation -
T of the Board of Governors of the Federal Reserve System; (3) in obtaining and maintaining
physical possession or control* of all fully paid and excess margin securities of customers as
required by Rule 15¢3-3 because the Company does not carry security accounts for customers or.
perform custedial functions relatrng to customer securities.

‘The management of the Company is responS|bIe for establishing and marntalnlng a system of
internal accounting control and the- practices and procedures referred to in the preceding
paragraph. In fulfilling this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of control procedures and of the practices and -
procedures referred to in the preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the Commission's above-mentioned objectives. . The
objectives of \a system and the practices and .procedures are to provide management with
reasonable, but not absolute, assurance that asSets for which the Company has responsibility are
safeguarded against loss from unauthorrzed use or disposition, and that transactions are
-executed in accordance with managements authorization and recorded properly to permit the
preparation of financial statements in accordance with accountrng principles generally accepted in
" the United States of America. Rule 17a-5(g) lists addltlonal objectlves of the practrces and
procedures listed in the precedrng paragraph r

[ . -



Because of mherent limitations in anymternal accounting control procedures-on the practices and
procedures referred to above, errors or irregularities may nevertheless occur and not be detected.
Also, projection of any evaluation of them to future periods-is subject to the risk that they may
become inadequate because of changes in conditions or that the degree of comphance wrth them

. may detenorate

d .

,_Our consideration of the internal control structure would not necessarily disclose all matters in the

internal control structure that might be ‘material weaknesses under standards established by the
American Institute of Certified Public Accountants: A material weakness is a condition in which the’
design or operation of the specific internal control structure elements. does not reduce to a
refatively.low level the risk that errors or irregularities in amounts that would be material jn relation
to the financial statements being audited may occur and not be detected within a tlmely period by,

" employees in the normal course of performingtheir assigned functions. However, we noted, no

matters involving the internal control structure, including procedures for determrnmg compliance -

. with the exemption provisions of RuIe 16¢3-3 that we consider to be material weaknesses as

" defined above.,

’

We understand that practices and procedures that accomplish the objectrves referred to rn the

. second paragraph of this report are considered by the Commission to be adequate for its
_purposes in accordance with the Securities.and Exchange Act of 1934 and related regulations,

and that practices and procedures that do-not accomplish such objectives.in all material respects
mdrcate a material inadéquacy for such purposes. Based-on this understanding and on our study,
we believe that the Company’s practices and procedures were adequate at December 31, 2002,
to meet the Commrssron s objectrves : o .

This report is intended solely for the use of management the Securities and Exchange

Commission” and. the National Association of Securities Dealers, Inc., and other regulatory _
agencies which rely on rule 17a- -5(g) under the Securities Exchange Act of 1934 and should not

be used for any- other purpose.

”

,ALZ/»A.. /z«,.t Led

.- SCHWEITZER KARON & BREMER, LLC

Certified Public Accountants . . v -
Minneapolis, Minnesota )
February 3, 2003



